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FOREWORD 


fo pachamentary mancuvering had preveated renewal al 

OPA powers in July 1946, would povermment price can- 

tras have enced? Oh would they have been revived by 
state and locel governments ant by new Federal stacutes? 


In the case of rent control, at least, the answer is clear. Lhur- 
In the lapse of Pederal controls in July, one state and lacal- 
ity after anuther set upar planueil ta sel up its cen agencies 
fot maintaining cellines an rents. 


Why? 


Recuuse so meury citigens and goverment officials consider 
these controls to be necessary ar desirable, for coe reesor et 
another. Ever among those who oppose continuance af other 
forms of price and wae control, a large number make an ex- 
keptian in favor of rent control, Lt, at Teast, they say, should 
be recvainert, 


Yet rene concrel, along with laws protecting tenants against 
eviction, invelye perual expropriation af praperty rights. [et 
limits the owner's right to use and ta pret from the use el 
his property. Thoalsy restricts the apportin leoal everyone 
else who would like to bil lor the use af the properties thus 
controlled by government, 


‘This particular method of expropriating property rizhes 
anil restricling ap ypartinity im peice time is something new 
in the United States. How long weill it canlise anel fiw far 
will its Gorrasive influence) spread in “American attitudes 
tower! tnidividual eulerprise anc private property in general? 


“Military necessiny’ was usecl cluring the war as a ceasan 
far intraduecing numerous compulsions and rescrictians inte 
the American economy. Wlost supporters ef recat control sci] 


justify its continuance merely as a temporary “emergency” 
measure, The war supposedly restricted eesidential building, 
while population continued te inercase, with a canserqucnt 
remporary “housing shertage.” 


But what are the facts of the matter? Did the ineresse in 
population ar number of families actually outstrip residential 
building ? 


And is government rent contcal serving the avowed pur 
poses of ins supporters Ts it helping veterans, farmer war 
workers, newlyweds. and lower income families to lind fows- 
ing at “reasonable” cost? 


What is a “reasonable” renter What are rents paid for— 
merely te give the land “lari” an income? Or does the rentul 
murket serve seme ather purpose which has been caken for 
granted so long that it has been forgetent 


Professors Friedman and Stigher have apene years in study 
anil teaininy sa that they might be able better to deal with 
just such questions. Dheir answers may surprise vou. 


LEGNAHKDE, RF AI 
Pyreridves 


Roafrar Catrgs? The Current Housing Pratlen 
by 


MILTON TFRIEDMAS and GeuRGE J. S11GLER 


KF Ban Francisco carthquake of April 16, ino was 
followed by great fires which in 4 days utterty 
destroyed 3.200 acres oF buildings in the heart al 
the city. 
Maj. Gen. Greely, commander of the Pecleral croaps in the 
areca, described the situaliog in these cerms: 


“Aaja betel of wade oe daipartguce cues dete standing. Tha ereat abari- 
wien? dace Madd eraiched 2.2. Ten heodeea weed bear oboe 
people were. besistean 

Erno adelition, the carthquake damaged or destroyed many 
ache: hemes, 

Thus a city ef about 200,000 lost more than half of its hous- 
ing fagilities in three divs, 

Various factors miiligated the acute shortage of lensing. 
Many people temporarily leit che city noe estimate is as 


high as 75,000, “Lemporary camps and shelters were estab- 
fished ane at their peak, in the summer of qua, cared fer 


about ¢o,c000 peaple New construction proceeded rapilly. 

However, after the disaster, it was necessary for many 
months for pertaps ane-fitth of the city's former population 
la be absarhed inte the remaining half of the housing facili 
tes. Ia ocher words, cach remaining house on che average had 
ta shelter yo percent mare people, 

Yeowhen one turns co the San Francises Cheenicle al STay 
a2, 190¢—the first available issue waiter che carchquake—frere 
ig maf aaingle wiention of a honstig thortege! Uhe classifird 
fdverciscments listed b4 offers (some tor more than one dwell 
ing} af dlats aril liauses for rent, and 1g of heses for sale, 
against ¢ advertisements of Hats or houses wanted. Uhen and 
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thereafter a considerable number of all types al accommeada- 
tion excepe hotel rooms were wlferedd for rene 


The Housing Problem in 1?46 


Forty years later anecher housing shortage descended on 
San Francisca. This time the shortage wes nation-wide. ‘Lhe 
situation in San Francises was nor the waral in the nation, but 
because of the migration westward ilbwas worse than averige. 
In 1940, the populating of 636,000 had ro shortage al haus 
ing, in the sense that only 93 pervert at the dwelling wales 
were vecupied. By 1946 the population had increased by at 
mist a third about acon Meanwhile the number «l 
dwelling waits had inereaged by at least a hith. 

‘Vherefore, the cicy wes being asked to shelter to percent 
mote people in cach dwelling unit than before the war, Que 
micht sa¥ that the shortage in T9460 was one-quarler a2 acute 
ag in Tgo6, when each remaining dwelling unit had to shelter 
40 percent more people than befere the earthquake. 

In 1926, however, the housing shortage cil nol pass un- 
anticed by the Chronicle or by others, On January & che Cali- 
fornia stute legistacure was convened and the Governer hated 
the housing shortage as “the muoge critical preiblem tacing 
California.” During the first tive devs al the year there were 
altorether only 4 advertisements olfering howses ar apart 
ments for rent, as compared with 64 inane day in May rga6, 
anil g advertisements offering to exchange quarters in San 
Franciscs for quarters elsewhere. Bat in iq there were 
ao advertisements per ilay by persons wanting to rent houses 
ar apartments, against only $ in 1g9eé after the wrear disaster. 
During this sare peried in ra44, there were ebaut oo adver- 
Hserments per day of houses for sale, as against 19 in Togs, 

In both toc! and 1946, San Francisce wag faced with the 
problem thar sow cant rorits the entire nation: how can a rela- 
tively fixed amount of housing be cliviced (that is, rattaned) 
among people whe wish tuch more until wew construction 
can fill the gap? In igeé che rationing was done by higher 
rens. In r9qé, the use of higher rents to Teton housing has 
been made illegal by the imposition el rene cctlings, anit the 
rationing is hy chance and favoritism, A third possibility 
weld be for OFA co undertake the rationing, 

What are the comparative merits of these three methods? 
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Phe wo Methods Price Rationmy 


¥Wrar experience has [ed many people ta think of ratiening as 
equivalence to OPA forms, coupons, anid orders. 

But this is a superlicial view; everything that ts mur as 
abundant as air ar sunlictht must, in a sense, be rationed. 
That is, whenever people want more of something than can 
be hail for the asking, whether bread, theater tickers, blan- 
kets, ar haircucs, there must be same way af determining how 
ic shall be distributed among thase who want it. 

Gur natmal pesce-time basis of rationing has been the 
method of the suclion sale, Tf demand for anything inereases, 
competifinn ainong buyers tends to raise its price. This rise in 
price causes huyers to use the article more sparingly, care- 
fully, and cconomically, and thereby reduces consumption 
ta the supply. At the same line, the rise in price encourages 
producers tu expand output. Similarly, if the demand for 
any article slecreases, the price tends to fall, expanding con- 
sumption ta the supply ard discnuraging output. 

dn cpof San Francigsep used chis free marker method on deal 
with we housing problems, with a consequent rise of rents. 
Fet, although rents were higher than hefare the carthquake, 
ic is crucl to present-ilay hinuse seckers to quote a pond pat 
Cisaster advertisement: "“Six-room house and bath, with z 
additional rooms in basement having fire places, oively fur- 
nisheds fine piana;... S45." 

‘The sévantares of rationing by higher rents are clear trom 
IT Ga ample : 


r Inaidree market, there is always some housing im- 
mediately available for rente—at all rent levels. 

a The bidding up of rents forees same people to 
cconemise on spece. Uaiil lhere iz sufficient new 
commtricion, tity doubling ap ia tle qaely soletion, 

¢ The high rents act ag a slr stimulus to new con- 
struction, 

4 Wocomplex, expensive, and expansive machinery 
is oceessary, “Vhe rationing is conducted quietly 
and impersanually chrough the prive systern. 


‘Vhe full significance of these advantages will be clearer when 
we have considered the allernuacives. 
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Objections to Price Rationing 


Apainst these merits, which before the war were scarcely 
questioned in the United States, three offsetting objections 
are now raised. Phe frat objection | ig usually stated in this 
form: Phe rich will pet all the housiag, and the poor nove” 

‘This objection is false: 2t al! Ges during the acute stort 
age i pith inex penne flats and donses were avaible. What 
ig (rue is that, uier free market conditions, the better quar- 
ters Will en te these whe pay more, eather because they have 
lareer incomes ar mare wealth, ar because they prefer better 
housing to, say, better aucemoahiles. 

Bur this fact has ae mare relation to the housing problem 
of today than to dhatef igqge, En fast, if inequality ‘of inceme 
and wealth among inclivicluals justifies Ten autrals mie, it 
provided an even stranger reason Jor such controle in 194.0. 
The danger, if any, that the rich would ect all the housing 
Was ever greater then thin mov, 

Mach person or larnily is nesy using ut Teast as much henus- 
ing space, on the average, as hetore the war (see below jy. 18), 
Furthermore, the total income of the gation is non dis 
ribbed mare equally HLTELO Br the nation’s famulics than 
before the war, Therelare, ff rents cere Freed frove legal 
contro! and tefl to seek their same feeds, as mach Aoustmg as 
fom eccu pod fefore ihe wher wolal be dotmiboted mere 
equally Eka et aver tien 

Vhe fact that, under free market canclitians, beer quar- 
Lers go to thase who have larper incomes or more wealeh is, 
i} anvitung, sunply e reason for taking long-term measures 
to reduce the inequality of incene ancl wealth, For those, 
like us, whe would like even more equality than there is at 
preacut, not alone for housing but for all products, if is surely 
better to attack Cirectly existing Hitec] ialities in income anal 
wealth at their source chan ta ration cach ot the hundreds 
bf commodities and services that compose: our stindard of 
living. Te is the heigdit ai telly to permit inflividuals to te 
ceive unequal money incomes end then tm take elaborate and 
costly tacisutes to ptevent them tram using theie incomes.” 
*hedicnes Note: The aurhors fail te state wherher the “heapetern measures” hich shee 
veal kat gu bee choir eb special privilege. such 2s monopoly new pre 
cecead ‘oy governing. In are case. aversr, che siznificane of thete acrnt ab this 


ein Hracrrsa apenial neties. Tr msata that, mec Orait the wea pied ook dese who pac 
eqeality abyee fustivs ane) liherty, rt oumetrals are “the height of Sethy." 
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‘The secand objection often raised to removing rent con- 
trats ts that landlerds would benckt. Rents would certainty 
rise, except in the so-called black market; ancl so would the 
etnies af Jancllords, Git ig this an objechion? Bane props 
will pain under any system of rationing, and ic ts certainty 
true thal urban residential landlords have benefited Less than 
almost any ather large group from the war expansion, 

‘The wltimate salution af the housing sharttage rnust come 
through mevy constriction, Much of this new construction will 
be lar owner-occupancy. Buc many persons prefer to or must 
live in rental properties. Increase or improvement of hens- 
ing for such persans depends in large part on dhe construc. 
tion of new properties ky ref, Te is an old way te encourage 
Hew rental comstruction {that is, becoming a landlord) by 
erud@ing coterprising builders an attractive return! 

‘Whe ¢hird current objection to a free market in housing 
8 (hata rise in rerits means an iilation, or leads to one. 

Gut price inflation is a rise of many individual prices, and 
itis much simpler te attack the threat at its seurce, which 
is the tnereased family ieee ant liquid resources ‘that f- 
nanee the increased spending on almost everything. Dleavy 
taxation, Boyermmentel economies, and camtral af the stack 
of money are the fundamental weapons te fehe. inflation. 
Vinkering with millions of individual prices—the rent of 
house Ain San Francisca, the price of steak Bin Chicagea, 
Hie price of suit 2 in New York means dealing clumsily 
and inefectively with che symptoms and results of imtlation 
instead of its real causes. 

Yeo, wowill be said, we arc ont inveking Aseal and monetary 
caontrels, and are not likely to do se, so the removal of rent 
cellings wll, in Lact, ineite wage increases ail then price 
inercazcs—the familiar inflacion spiral. Wee de noc dispute 
that chis position qs tenable, but is it convincing? Da answer, 
we must, on the one hand, appracse the cnsis of concinaesd 
rent contre), and. on the acher hand, the probable ac ditianal 
contribution te inilation from a cemeval af rent centrats, We 
shall Wiseusa the onsis af the present system next, and in che 
conclusion briefly appraise the intletionery theeat of higher 
Tents, 
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The Present Rationing of Houses for Sale 

The absence of a ceiling on the selling price nf housing 
means that at present homes occupied by their owners are be- 
ing rationed by the rgeafi methad— to the hizhese bidder. T he 
sclling prices of huuses is riging as the large and ImeTeasin 
demand encounters the relatively fixed supply. Coansequenci ¥ 
many a laudlord is deciding thac it is better to sell at the in- 
ited market price than te rent ala lived cctling price. 

The ceiling on rents, therefure, means that an increasing 
fraction of all housing is being pul on the market tar owner- 
OCCUPANcy, and that rentals are becoming ¥ alimose impaasai ble 
to find, at least al che legal rents. Lo 1963, when both rents 
and selling prices were ince co rise, the San Francisco Chron- 
icde listed about 3 “houses for sale” lor every ra “houses ar 
apartments fur ara Tu iga6, wader rent controls, about yao 
“houses for sale were listed for every co "houses o aparece 
ments far rent.” 

The free market in houses for sale herelore permits a man 
who hag cnough capital te make che down payment ane house 
ty solye his prob! em by purchase. Otten this means that he 
muat eo heavily in debe, and thet he puis inte the down pay- 
ment whac he would have prelerred to spend in aches wiys. 

Nevertheless, the man who has meney will find plenty el 
houses ancl attractive ones at that—to purchase. “The prices 
will be higb—bue that is the precise reason houses are avail- 
able. He is likely to end up with less desirable ASS hut. 
nishings, ancl aches things than he would like, ar than his 
memories ot prewar prices hack lecl hom co Roo he might 
pet, but at least he will have a roo? over his family, 


The anethoads ef rent concrel used in igh, therelere, de not 
aveicl ane oi the chief eriticisms ilirecter against rationing by 
higher rents—that the rich have an advantaye in satisfying 
their housing needs. Indecd, the 1940 me thiats rnake this can 
clition worse. Ey cnonuraging existings renlers oo use space 
freely and campelling many to borrow and buy who woul: 
prefer ta rent, presence methods make the price Tse in hewses 
far-gale larger than it would be if chere were no rent controls, 


One way lo avoid giving persans with cupritall frst claim to 
an increasing share of housing would be to impose s ceiling 
on Lhe selling price of houses. This would reduce still iu ther 


mdse 
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the ates of price tationing ancl carrespandingly extend pres 
eit renl-contral mmethinels of rationing: rental peaperty. “Lhis 
muehe be a wise move 2/ the presentimethad of rationing reated 
cwellings were satisfactory. 

Lut what is the situation of the man who wishes ta rent? 


I, fhe 1946 AWetiods Kanontag by 
Chavee avd favoritism 


The prospective renter is in a position very dittercac from 
that of the man who is willing to buy. If he can find accom- 
miodations, he may pay a “reasonable,” that is, pre-war rent. 
Lut unless be fs avilling te pay a cansifereble sum on the side 
—lor “furnitute® oe in sene other devin manoce—he is at 
likely to find anything ta rene 

Zhe legal ceilings on tends are Are vearan ihere are io fea: 
fioces for real, National miney ticome has aleuble!, so that 
most individuals and families are receiving far hiwher money 
incomes than before the war. ‘Vhey can ‘affo: rd oto pay sub- 
stantially higher reds than before the war, yet lemally they 
nee pay nommarc: they are theretarc trying tr get more and 
better housing. 


Bue wet all the millicne cf persons iar lamilies who have 
thus heen trying bo spread our since rg40 can succeed, since 
the supply or : housiny has increased only about as fast as pop- 
ulatien, “Chose whe ca succend Corce others to go without 
housing. Phe altenipl ty the less [ertunate and Lhe nevecnrn 
ers to the housing market—returning service men, newly- 
weds, arl Pe TSOTS ee Tear 5 Tesi eee c—in Be Cmte how Isis 
space thin is available ane mine than they used beloare the 
wat, leads co the familiar spectacle of a horde of applicants 
for cach vacancy, 

Aalvertisements in Lhe San Francisca Chronicle again die- 
uinent the eftcet of rent ceilings. In roo, after the earch 
quake, when rents were Pree th rise, fers wus ‘weamted to 
cent’ for every to “houses ac aparoments lar vent’: in toy, 


there were 37¢ “wanted for rent” fur every io ‘far rent.” 


T4 ROOFS OR CEILINGS? 
A. Veteran Looks for a House 

The New York Times for January 2h, 1946 reperts the 
experience of Charles Schwartzman, “a brisk VOUIMLEE TELE IT 
his carly thirties,” recently released from the army, Me. 
Schwartzman hunted strenueusly fer three months, “riding 
aroun in his cat lovking fara place to live... He bed co¥- 
eresl the city ancl ils environs Irom Jamaica, Queens, to 
Larchownit and had registered with virtually every real estate 
apency. He had advertised in the newspapers and he had 
answered advertisements. [le bad visited the New York City 
VYaterans Center at goo Park Avenue and the American ¥et- 
erens (Cimnillee housing sub-cammittec: he had spoken ta 
Trienmdls, he had pleaded with relatives; he baal written la 
Goremor Dewey. Vhe resulter 

“An aller of a substandard cold-water lat an offer af tour 
rocuna at Cecatral Park Wrest and rotet Serect at a rental ol 
2700 amonch provided he was prepered ta pay $3,000 fer the 
furniture in the apartment, An dier af one tonn in an ald 
brownslone house, repainted hut nat renovated, at Eivhty- 
eighili Streecefl Central Park West by e young waman (aha 
was going to Havana} at a rentel of She a meanth, provided 
he buy the furniture far St,z00 and reimburse her far the 
4100 she had to pay an agent to obtain the ‘apartment,’ 

‘And a sublet offer of ton commncliaus racins ina Wrest 
Side hotel ata rental ol S75 arnooth only co find that che hotel 
awner far taken the suite off the monthly rental list acd 
placed it on the transient list with daily (and higher) rates 
tor cach of the roars,” 


Who Gets the Housing? 


Rental property is now ratianed by various forms of chance 
and favoritism. First priority goes to the family that rented 
before the housing shertage ancl is willing to remain in the 
saine ilwelling, 

Second priority woes te two classes armenie recent arrivals: 
firer, persans willing ancl able loa evade or avoid rent ccilinss, 
either hy some legal device or by paying a cash supplement 
io che OPA. ceiling rent; second, friends or relatives of land- 
lncls or miber persons in charge of renting dwellings, 

Prospective Lenenls mab ir these favored classes scramble 
for any remaining places, Success meres ta Unose whe are lucky, 
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have the smallest farnilies, can spend the most time in hunt- 
Hig, are anesh wngenioue in devising schemes ta fim out about 
possible vacancies, aod are the most desirable teuazts. 


Last priority is likely io po to the man whe must wark ta 
support his family and whose wife must care for small chil- 
dren. He and his wite can spend Little time looking for the 
needle im the haystack. And if he should find a place, it may 
well be refuses! him because a family wath small children is 
a Jess alesirable dena then 2 chililless family, 


Social Casts of Present Methods 


Practivally everyone who docs not succeed In buying a 
hause er tenting a house or apartment is housed semehow. A 
few are hemsecl in emergency dwellings—triiler carnpis, pte 
fabricated emergency housing units, reenaverted aririy 
camps. Most are housed by deubling-up with relatives or 
friends, a solution chat has serious social disadvantages. 

The location af relatives or friends willing and able te pro- 
vide housing may bear litthe aroma telctien to the desired Ip- 
cation. In order ce live with his family, the husband miuel 
sacTines mobility end take whatever position is availabic in 
the Tre: ality, If nr pasitipn CT ont i inte TIO OSI ton 15 
available in that Incalicy, be may have la be separated [ror 
his family for an unpredictable period ta cake advantage al 
job oppartunities elsewhere, Yee there is a great social need 
lor mahilily, especially at present. The best distribution al 
population after the war cercainly differs fram the wartime 
distribution, and rapid teconversion requires that men be 
willing and able te change their location, 

The spectre of current methods of deubliag-up restrict 
the movement oot only of these whe double up but alse of 
those whi da nat. The min whio ia Fortinate enough tea hive i 
house or apartmcac will chink beice before moving ty anaber 
city where he will be one of the distayvered recene arrivals. 
Chie of the most easily predictable vests of meving is hkely 
te be an extended scparacion fram bis family while he hunts 
for housing endl they stay where they were ar meve in on 
relatives. 

The rent ceilings alsa have important effects in reducing 
the efficicney with which heusing is now being used by thase 
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who da not deuble up, The uieencives to ccangmise space are 
much weaker than belore the war, because reals are now 
lower relatively to average moncy incomes, Ef ircdid notseem 
destrable ta move ta smaller quarters belare the war, ar tu 
like ina roemer, there isnoadecd reagan to dose now, exces 
patriotic and humanitarian impulses — ov possibly the gear of 
relatives deseendiny on the extra space. 

Indeed, the searcity resulting from rent ceilings imposes 
naw impediments io ecient use of housing: « lenant will mot 
often abandon his overly-large apartment to bepin che dreary 
search for more appropriate quarters. And every time a va- 
eancy docs occur the landlord 13 likely te give preference in 
renting to smeller farnilies or to single pergans, 

‘The remaval af rent ceilings would bring about doubling- 
up in an entively different menner. [In a iree rental market 
thase persons would yield up space who considered the saurt- 
fice af space repaid by the rene received. Doubling-up weaulsl 
be by these who had space ta spare and wanted extra incame, 
not, as ame, by these whe act trom a sense of farnily duty or 
abligacion, regardless of space evatlable ar other circum- 
stances, Vhese who rented space from others weuld be en- 
vagine in a strictly business transaction, and waulid nat feel 
that they were intruding, accumulating personal abligations, 
or unposing unfair or unwelcome burdens on benefactars. 
They would be better alle to fine ventals in places related to 
their job epportunities. Workers would regain their mobil- 
ity. aud owners of rental properties, their incentive to take in 
PTEITE: Peeves. 


mw. PAs Method of Public Rationing 


The defects in our present method of rationing by Tend- 
lords are obvious and weighty. They are ta be expected under 
private, personal rationing, which is, af course, why OPA 
assumed the cask of rationing meats, fats, canned woods, anil 
sugar during the war instead of letting grocers ration them, 
Should OPA undertake the task of rationing housing tactl- 
tics? Those who advocate the rationing of housing facilities 
by a public: agency ereuc that chis would eliminete the dis- 
crimination against new arrivals, against families with chil- 
dren, and in favor of families with well-placed! friends. 

To be fair between owners and renters, however, OPA 
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would have to be able to tell owners that they had excessive 
space and must either wield up a partion or stilt eo smaller 
quarters, One's ear need not be close to the ground co know 
that it 18 utterly impracticable from a palinecal viewpuit ta 
ariler ac American family awning its tome cither to take in a 
strange family (for free choice would degeac the purpase af 
rationing | er ta move aut, 

Bayer if this basic difficulty were surmouncable, how could 
the umeunt of space that a particular family deserves be de- 
termined? Ac what age do chililren of different sex require 
separate rooms? We invalids need ground fuer dwellings, 
and who is an invalid? Do persons who work in chet own 
homes (physicians, writers, musicians) require more spacer 
What occupations should be favered by handy locations, and 
what families by lets yacese Mluset @ mother-in-law live 
with the family, ar is she entitled te a separate dwelling? 

Flaw Jong would it take am OPA board to answer these 
questions and to decide what tenants or owners mush “Move 
aves" co make roam for those who, in ihe board’s opiniun, 
should have iP 

The duration of the housing shortage would alsm be af- 
fected. Ln all fairness to both tenants ancl existing landlords, 
mew construction would also be ratianed and subject to rent 
cantrel. lf rents on new dwellings were set considerably 
higher than on comparable existing deyellings, in order ta 
stimulate new camstruction, one ai the main objectives of rent 
control and ratiening—eyual treatment of all—vvculel be sac- 
rifived. On the other hand, if rents on new dwellings were 
kept the same as rents on existing chvellings, private con 
struction of reacal prapesties would be small or non-existent. 

We may convlude that rationing by a public agency is ua- 
likely ta be aecepted on a thoraugh-geing basis. Even if ap 
plied only tn rented dwellings, it would raise stupendous ad- 
ministtacve and ethical problems. 


Sources and Probable Duration of the Present Shortage 

The present housing shortage appears so acute, in the light 
of the moderate increase in population and the actual in- 
crease in housing facilities since 1gya, thal most people are 
ata Toss for a general explanation. Rather they refer to che 
rapid growth of same citics—but all cities have serious short- 
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ages. Or they refer co many marnages and the rise of the firth 
Tates—but these numbers are rarely measured, or compared 
with fougine laucilities, 

Actually, the supply of housing has ahouc kept pace with 
Lhe growth al civilian nan-facm paputacion, as the following 
estimates based on povernmence data shew: 
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(Certein atess will be mare crowded ina pliysical sense than 
in tga, aril others fess errevclent, but the broacl lack stands out 
that the number of peaple te be housed and the number of 
familics have increesed by abour 10 per cent, and the num- 
berafabwelling units has alse tnoreased by about oper cent. 

Twa faces explain why the housing shortage seca za much 
more desperate now than in tage, even though the amount of 
housing per person or family is about the same. 

The first fact is that segregate maney ingeme al the Arner- 
ian public has downled since 1940, so that the average lamily 
could afferd larger and better living quarters even if rents 
lind risen substantially. 

‘The second fact is that rents have risen very letrle. They 
rese by less than 4 percent from June iggo te September eoas, 
while all ather items in the cose af livin rese by 33 prereent. 

‘Thus, both the price structure and the increase in income 
encounmige the average family to secure better lying quarters 
Usan before the war. Phe tery saceess of CLP ie reqifating 
rents figs therefore contributed greatly te he deasenel for 
fousing aad hence ta fhe sharlage, for Aousing is cheap rela- 
tine to offer feng. 
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Future Housing Problems 


Rent ceilings do neching to alleviate this shortage. Indeed, 
they are far more likely ta perpetuate tL: the implications al 
the rent ceilings for new construcien are ominous. Rent ig 
the only important item in che cost of living that has cot risen 
wreacly, Unless there is a violent deflation, which uo one 
wanls and ne administration can permit, rents ere put of tine 
with all other importance prices and gosta, including building 
costs. New construction must therelore be disappointing! y 
amall in volume wafess (14 an industrial revolution reduces 
eruathy cae coer of buileling housing, or (2) the government 
subsidizes the conglruction industry, 

The industrial revolution in methods of building is ce 
voucly wished for. But if it cures, itwali came much fagrer 
if rents are higher. Tf it ines ont come, the existing construe- 
tiun methods will, for che most part, deliver houses only to 
these who can afford and wish te own their wo hemes. Renc- 
als will become harder anil barcler to find. 

‘Vhe use of a building subsidy, in the midst af aur high 
meney incannes and urgent demand for housing, would be an 
unnceessary paradox, Tyow, if ever, pepple can ‘afford ta Puy 
for their housing. 

lf the subsidy were suceesstul in stimulating building, after 
amane yoars rene ceilings could be removed without a rise of 
rents. Bur building cast would still be high—higher than if 
there hal been cm subsidy Boh housing construction would 
slump in Law Levels and remein there fora long period, Grad- 
ually, the supply of housing would fall sufficiently ancl the 
pepulacion rise suiliciently co Taise Tents ta renvunerative 
levels, A subsidy thus promises # clepression of unprevedentert 
sewerity in resicential construction, and it would be irrespon 
sible optimism te hope for a prosperaus econemmy when this 
ereat industry was sick, 

Unless, then. we are lucky fa revolutionsry reduction un 
the: cast af building apartments and houses}, ar unlucky (a 
¥idlent dcllation), or especi ally unvise (the use of subsites, 
the “housing shattage” will remain as long as rewla ave eld 
dawn by leral concrols. fs long as fhe shorfage credted by 
ror eewings renigint, fhere sill be w clamter for condimacd 
rend conérofs, This is perhaps the strongest indictment at cer! 
ings on tents, They, aod the accumpanying shortage of deel! 
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ies La tend, perpetuate themselves, and the progeny are even 
less attractive than the parents. 


An mcomplete and largely subenmacious realization af this 


uncomfortable dilemma explains the frequent proposal thac_ 


no rent ceilings or that more gencrous ceilings be impesed on 
new construction, “Phis propasal invelyes a partial abandon- 
ment ef rent ceilings, ‘Vhe retention al the rest can then be 
delentecdl oniv on Ure grenads that the present method of re 
tianing existing housing by chance anc faveritisn ia more 
equitable than ratianing by hicher rents, buc that rationing 
the future supply of hous sing bv higher rents is more equi table 
than tationing by present methods, 
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Rent ceilings, therefore, cause haphazard and arbicrary allo- 
cation of space, incMMcient use af space, retardation af sew 
construction and indeRnite cantinuance of rent ceilings, or 
subsidization of new construction and a future depression in 
Tesidential building, Formal rationing by public gutherity 
would probably mike matters stil] worse. 

Unless renmioval al rent ceilings would be a powerful new 
stimulus to inflation, therelare, there is na important defense 
fer them. “Actually, higher rents would have little direct ct- 
fect on inflationary pressure on other goods and services, ‘The 
extra dicermne recerved by landlorels would be olfset by the 
decrease in the funds avilable lo tenants far the purchase of 
ether goods and services. 

The additional intlationary pressure fram higher rents 
would arise iniiveetlys the higher renis would raise the ens 
of living and thereby provide ai excuse lor wage rises. In an 
era of direct movernmcoctal intervention in wae-fxing, the 
earstence of this excuse might fuaud to some wake rises thet 
woull nar atherwise ecour aid therefore toa some further 
price rises. 

Ldway impartant would this indirece effect be? 

Iminediately on the rermeal of ceilings, rents charged new 
tenants and some existing tenants wilhaut leases would rise 
substantially, Most existing tenants would expericnce mad- 
érate rises, ot, f protected ly leases, mone at all, Since dwell- 
ings enver ‘the rental market anly slowly, average cents an all 
dwellings would rise far fess than rents charged new cenants 
and the ¢ cost of Ting would rise cyen less. 

Asamore davellings entered the rental market, the initial 
rise in rents charged new tenants would, in che absence of 
general inflation, be moderated, althowgh averige rents on 
all dwellings weulil comliniue bo rise, 

After a year or so, average rents might be up by as much 
as go percent. But even this would imean a rise of ooly about 


Is 


4 ROOTS OR CEILINGS 


percent in the cost of living, since rents account for less than 

one-fifth of the teral cost of living. /\ rise ef this magnitude 
—]es3 thn aue-fall of ane percent per manth in the coral 
cost of Fving—is hardy likely to start a general inflation. 

The problem of preventing general inflation should be 
attacked directly; it cannot be slverd by apecial controls in 
special areas which may fora time here up the basic infla- 
tionary pressures butda nat remove them. We do net beheve, 
therefyre, that rent cellings are a sufficient defense againse 
iniletion ty merit even a fraction of the great sacial costs they 
entail, 

No seludion of the hausing problem can henetit everyane| 
some must be hurt. “Phe essence of the problem is thet seane 
persons must be compelled or induced te use less bousterg than 
they are willing to pay for at present legel rents. Lixis sting 
methnds of rationing housing are forcing a small minerity— 
primarily teleasecl veterans and Buprap ne war workers, 
along with their larnilies, iricnds and d relsti ves-—la bear the 
chiel s OTIC. 

Rationing by higher rents veduld ‘aid this eroup bly i- 
ducing meny others io uge Less housing and weulsl, therefore, 
bare the eri nt spreading the bu relent tunre even ly among 
the populztian asa whole. Ttavould huremare persans untie- 
diately, bit eaedk fers severely, than the existing methods. “This 
iz, at one and the same lime, the justification for using high 
rents to raion housing and che chic? political ohscacle to the 
remnaval af rent ceilings. 

A final note to the reader we should like te emphasize 
ag strangely esave can that our objectives are the sane as vours: 
fhe vrai! equiledle possible distribution af the evariaate cp 
Aly of housing and the speediesé fasmble renomplion of mew 
comsrwetrad. Ube rise in rents chac would jollaw the removal 
ai rent control is nac a virtue in itself, We have no desire to 
paw higher rents, co sce others ferced to pay them, ur tn see 
landlords reap windfall prafis. Yet we urge the removal of 
rent ceilings beceuse, in our view, anv other solution of the 
housing problem involves still worse evils. 
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